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NOTE: Asprovided in LFC policy, thisreport isintended for use by the standing finance
committees of the legislature. The L egisative Finance Committee does not assume responsibility

for the accuracy of theinformation in thisreport when used in any other stuation.

FISCALIMPACTREPORT

|SPONSOR: ||Ki$ner ”DATETYPED: ||0y2200 ”HB ||18 |
|SHORT TITLE: |Agricultural Processing Tax Deduction 8 |
ANALYST:lEaton |
REVENUE
Estimated Revenue Subsequent Recurring Fund
FY00 FY2001 Y ear s Impact or Non-Rec Affected
| $(30.0) Recurring |General Fund |
| $(180.0) [Recurring [Local Govt. |

(Parenthesis () Indicate Revenue Decreases)

SOURCES OF INFORMATION

Taxation and Revenue Department (TRD)

SUMMARY
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Synopsis of Bill

Thishill provides for agross receipts tax deduction from the sale of congtruction materiads, services,
agricultura processing equipment and related ingtalation services for use in new or expanded agricultura
processing operations. To qualify for the deduction, a nontaxable transaction certificate must be in the
possession of the purchaser claming the deduction. Claiming the credit would preclude investment credits
that would be available with regard to the same equipment pursuant to the Investment Credit Act.

Taxation and Revenue Department (TRD) reports that currently there are no agricultura processing plants
planned or under congtruction in New Mexico. TRD aso reports criticisms of the current |RB/Investment
Credit mechanisms. The criticisms are: a.) capital intensive businesses cannot meet the employment
requirement and gain less than the full 5% investment credit alowed; and b.) manufacturing businesses may
have rdatively low amounts of gross recelpts tax and compensating tax liabilities againgt which to daim the
amount of investment credit granted. This means that it takes a number of yearsto gpply the credits againgt
withholding.

FISCAL IMPLICATIONS

The estimated impact in FY 2001 is $30.0 (recurring) to the generd fund, and $180.0 (recurring) to locd
governments.

ADMINISTRATIVE IMPLICATIONS

Minima. May be implemented without additiona resources.

JE/gm

J\Sess ons\00REGU~1\firs\house\HB0018~1.HTM 2/14/00



